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the work will be completed within a 
reasonable time after conveyance, not 
to exceed two years (e.g., as a part of a 
mortgage financing package that pro-
vides the purchaser with a home im-
provement loan or pursuant to a sound 
sweat equity arrangement). 

[59 FR 56365, Nov. 10, 1994, as amended at 64 
FR 50228, Sept. 15, 1999]

§ 906.7 Methods of sale and ownership. 
(a) Permissible methods. Any appro-

priate method of sale and ownership 
may be used, such as fee-simple con-
veyance of single-family dwellings or 
conversion of multifamily buildings to 
resident-owned cooperatives or con-
dominiums. 

(b) Direct or indirect sale. A PHA may 
sell dwellings to residents directly or 
(with respect to multifamily buildings 
or a group of single-family dwellings) 
through another entity established and 
governed by, and solely composed of, 
residents of the PHA’s public housing, 
provided that: 

(1) The other entity has the nec-
essary legal capacity and practical ca-
pability to carry out its responsibil-
ities under the plan; and 

(2) The respective rights and obliga-
tions of the PHA and the other entity 
will be specified by a written agree-
ment that includes: 

(i) Assurances that the other entity 
will comply with all provisions of the 
HUD-approved homeownership plan; 

(ii) Assurances that the PHA’s con-
veyance of the property to the other 
entity will be subject to a title restric-
tion providing that the property may 
be resold or otherwise transferred only 
by conveyance of individual dwellings 
to eligible residents, in accordance 
with the HUD-approved homeownership 
plan, or by reconveyance to the PHA, 
and that the property will not be en-
cumbered by the other entity without 
the written consent of the PHA; 

(iii) Protection against fraud or mis-
use of funds or other property on the 
part of the other entity, its employees, 
and agents; 

(iv) Assurances that the resale pro-
ceeds will be used only for the purposes 
specified by the HUD-approved home-
ownership plan; 

(v) Limitation of the other entity’s 
administrative and overhead costs, and 

of any compensation or profit that may 
be realized by the entity, to amounts 
that are reasonable in relation to its 
responsibilities and risks; 

(vi) Accountability to the PHA and 
residents for the recordkeeping, report-
ing and audit requirements of § 906.17; 

(vii) Assurances that the other entity 
will administer its responsibilities 
under the plan on a nondiscriminatory 
basis, in accordance with the Fair 
Housing Act and implementing regula-
tions; and 

(viii) Adequate legal remedies for the 
PHA and residents, in the event of the 
other entity’s failure to perform in ac-
cordance with the agreement.

§ 906.8 Purchaser eligibility and selec-
tion. 

Standards and procedures for eligi-
bility and selection of the initial pur-
chasers of individual dwellings shall be 
consistent with the following provi-
sions: 

(a) Applications. Persons who are in-
terested in purchase must submit ap-
plications for that specific purpose, and 
those applications shall be handled sep-
arately from applications for other 
PHA programs. For vacant units, appli-
cations shall be dated as received by 
the PHA and, subject to eligibility and 
preference factors, selection shall be 
made in the order of receipt. Applica-
tion for homeownership shall not affect 
an applicant’s place on any other PHA 
waiting list. 

(b) Eligibility threshold. Subject to any 
additional eligibility and preference 
standards that are required or per-
mitted under this section, a home-
ownership plan may provide for the eli-
gibility of residents of public housing 
owned or leased by the seller PHA (in-
cluding Turnkey III homebuyers who 
may elect to terminate their existing 
Turnkey III homebuyer agreements in 
favor of purchase under the Section 
5(h) homeownership plan) and residents 
of other housing who are receiving 
housing assistance under Section 8 of 
the Act, under an ACC administered by 
the seller PHA, provided that the resi-
dent has been in lawful occupancy for a 
minimum period specified in the plan 
(not less than 30 days prior to convey-
ance of title to the dwelling to be pur-
chased). For residents of other housing 
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who are receiving housing assistance 
under Section 8, the minimum occu-
pancy requirement may be satisfied in 
the unit for which the family is receiv-
ing Section 8 assistance or the public 
housing unit. If the family is to meet 
part or all of the minimum occupancy 
requirement in the public housing unit, 
the Section 8 assistance must be termi-
nated before the family moves into the 
public housing unit. Public housing 
units are ineligible for Section 8 cer-
tificate and voucher assistance as long 
as they remain under ACC as public 
housing. 

(c) Applicants who do not meet min-
imum residency requirement for eligibility. 
(1) A homeownership plan, at PHA dis-
cretion, may also permit eligibility for 
applicants who do not meet the min-
imum residency requirement of para-
graph (b) of this section (30 days or 
more, as prescribed by the homeowner-
ship plan) at the time of application, 
provided that their selection is condi-
tioned upon completion of the min-
imum residency requirement prior to 
conveyance of title. (A plan may thus 
allow satisfaction of the threshold re-
quirements for eligibility by: 

(i) Existing public housing or Section 
8 residents with less than the minimum 
period of residency; 

(ii) Families who are already on the 
PHA’s waiting lists; and 

(iii) Other low-income families who 
are neither public housing nor Section 
8 residents at the time of application 
or selection.) 

(2) Applicants who are not already 
public housing residents, however, 
must also satisfy the requirements for 
admission to such housing. 

(d) Compliance with lease obligations. 
Eligibility shall be limited to residents 
who have been current in all of their 
lease obligations (in the case of Turn-
key III homebuyers, obligations under 
their Turnkey III homebuyer agree-
ments) over a period of not less than 
six months prior to conveyance of title 
(or, if so provided by the homeowner-
ship plan, such lesser period as has 
elapsed since the beginning of public 
housing or Section 8 tenure), including, 
but not limited to, payment of rents 
(or homebuyer’s monthly payments) 
and other charges, and reporting of all 
income that is pertinent to determina-

tion of rental charges (or homebuyer’s 
monthly payments). At the PHA’s dis-
cretion, the homeownership plan may 
allow a resident to remedy under-re-
porting of income, provided that proper 
reporting of income would not have re-
sulted in ineligibility for admission to 
public housing or for Section 8 assist-
ance, by payment of the resulting un-
derpayment for rent (or homebuyer’s 
monthly payments) prior to convey-
ance of title to the homeownership 
dwelling, either in a lump-sum or in in-
stallments over a reasonable period. 
Alternatively, the plan may permit 
payment within a reasonable period 
after conveyance of title, under an 
agreement secured by a mortgage on 
the property. 

(e) Affordability standard. Eligibility 
shall be limited to residents who are 
capable of assuming the financial obli-
gations of homeownership, under min-
imum income standards for afford-
ability, taking into account the un-
availability of public housing oper-
ating subsidies and modernization 
funds after conveyance of the property 
by the PHA. A homeownership plan 
may, however, take account of any 
available subsidy from other sources 
(e.g., in connection with a plan for co-
operative ownership, assistance under 
Section 8 of the Act, if available and 
authorized by the Section 8 regula-
tions). Under this affordability stand-
ard, an applicant must meet the fol-
lowing requirements: 

(1) On an average monthly estimate, 
the amount of the applicant’s pay-
ments for mortgage principal and in-
terest, plus insurance, real estate 
taxes, utilities, maintenance and other 
regularly recurring homeownership 
costs (such as condominium, coopera-
tive, or other homeownership associa-
tion fees) will not exceed the sum of: 

(i) 35 percent of the applicant’s ad-
justed income as defined in 24 CFR 
Part 913; and 

(ii) Any subsidy that will be available 
for such payments. 

(2) The applicant can pay any 
amounts required for closing, such as a 
downpayment (if any) and closing costs 
chargeable to the purchaser, in accord-
ance with the homeownership plan. 

(f) Option to restrict eligibility. A 
homeownership plan may, at the PHA’s 
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discretion, restrict eligibility to one or 
more residency-based categories (e.g., 
for occupied units, eligibility may be 
restricted to the existing residents of 
the units to be sold; for vacant units, 
eligibility may be restricted to public 
housing residents only, or to public 
housing residents plus any one or more 
of the other residency-based categories 
that may be established under para-
graphs (b) and (c) of this section), as 
may be reasonable in view of the num-
ber of units to be offered for sale and 
the estimated number of eligible appli-
cants in various categories, provided 
that the residency-based preference re-
quirements mandated by paragraph (g) 
of this section are observed. 

(g) Residency-based preferences. For 
occupied units, a preference shall be 
given to the existing residents of each 
of the dwellings to be sold. For vacant 
units (including units which are volun-
tarily vacated), a preference shall be 
given to residents of other public hous-
ing units owned or leased by the seller 
PHA (over any other residency-based 
categories that may be established by 
the homeownership plan for Section 8 
residents and any categories of non-
resident applicants). 

(h) Self sufficiency preference. For va-
cant units, a further preference shall 
be given to those applicants who have 
completed self-sufficiency and job 
training programs, as identified in the 
homeownership plan, or who meet 
equivalent standards of economic self-
sufficiency, such as actual employment 
experience, as specified in the home-
ownership plan. 

(i) Other eligibility or preference stand-
ards. If consistent with the other provi-
sions of this section, a homeownership 
plan may include any other standards 
for eligibility or preference, or both, at 
the discretion of the PHA, that are not 
contrary to law. 

(Approved by the Office of Management and 
Budget under control number 2577–0201)

§ 906.9 Counseling, training, and tech-
nical assistance. 

Appropriate counseling shall be pro-
vided to prospective and actual pur-
chasers, as necessary for each stage of 
implementation of the homeownership 
plan. Particular attention must be 
given to the terms of purchase and fi-

nancing, along with the other financial 
and maintenance responsibilities of 
homeownership. In addition, where ap-
plicable, appropriate training and tech-
nical assistance shall be provided to 
any entity (such as an RMC, other resi-
dent organization, or a cooperative or 
condominium entity) that has respon-
sibilities for carrying out the plan.

§ 906.10 Nonpurchasing residents. 
(a) Nonpurchasing resident’s options. If 

an existing resident of a dwelling au-
thorized for sale under a homeowner-
ship plan is ineligible for purchase, or 
declines to purchase, the resident shall 
be given the choice of either relocation 
to other suitable and affordable hous-
ing or continued occupancy of the 
present dwelling on a rental basis, at a 
rent no higher than that permitted by 
the Act. Displacement (permanent, in-
voluntary move) in order to make a 
dwelling available for sale, is prohib-
ited. In addition to applicable program 
sanctions, a violation of the displace-
ment prohibition may trigger a re-
quirement to provide relocation assist-
ance in accordance with the Uniform 
Relocation Assistance and Real Prop-
erty Acquisition Act of 1970 and imple-
menting regulations at 49 CFR Part 24. 
Where continued rental occupancy by a 
nonpurchasing resident is con-
templated after conversion of the prop-
erty to cooperative or condominium 
ownership, the homeownership plan 
must include provision for any rental 
subsidy required (e.g., Section 8 assist-
ance, if available and authorized by the 
Section 8 regulations). As soon as fea-
sible after they can be identified, all 
nonpurchasing residents shall be given 
written notice of their options under 
this section. 

(b) Relocation assistance. A nonpur-
chasing resident who chooses to relo-
cate pursuant to this section shall be 
offered the following relocation assist-
ance: 

(1) Advisory services to assure full 
choices and real opportunities to ob-
tain relocation within a full range of 
neighborhoods where suitable housing 
may be found, in and outside areas of 
minority concentration, including 
timely information, counseling, expla-
nation of the resident’s rights under 
the Fair Housing Act, and referrals to 
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